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recovery, than the expectation of governmental inflation through
budget deficits and public works. It was the expectation rather than
the fact of inflation that caused the rise of American prices between
March and June 1933. Nothing of substance had yet been carried
out to promote recovery. Whatever the ultimate effects of the Farm
Act and the National Recovery Act might prove to be, they were not
yet in practical operation. The public works programme wa$ Un
aspiration rather than an accomplishment. More money was locked
away in closed banks than ever before. Yet already there was manifest
a certain expansion of spending. Where the official optimism of Mr.
Hoover and his associates had met with scepticism, disillusionment
and unbelief, the natural optimism of Mr. Roosevelt spread like
prairie fire through a country the volatility of whose spirits was as
evident after the presidential change in 1933 as it had been after the
stock market crash in 1929. The enthusiasm was not internationally
infectious; indeed, the rapid fall of the dollar in comparison with gold
and sterling currencies threatened to exert a deflationary influence
on world prices. On the other hand, the United States represented
an important market for most industrial raw materials—the principal
market for many—and whatever effect her increased competitive
power might have had upon the trade of her rivals, her industrial
recovery meant for her suppliers an expanding demand and a rising
national income.
The rise in prices in the United States and elsewhere was accelerated
by the depletion of overhanging stocks that had taken place in certain
commodity markets. This, it is true, was not yet a very noticeable
feature of the economic world, especially as it was consumers' rather
than producers' stocks that had run down; but by 1932 the decline
in world output of commodities other than cereals generally exceeded
the compression in the demand for them.
Other economic adjustments, international and internal, were
taking place simultaneously and strengthening the foundations of
recovery. In«spite of the still lengthening list of defaults^ the inter-
national debt burden had grown somewhat easier, by reason both of
the funding or repatriation of capital and of the relief to debtors
provided by the depreciation of the pound and the dollar. Since the
greater part of the world's international indebtedness was expressed
in these currencies, a rise of prices in terms of them was a boon to
debtors whatever the movement of prices in other countries may have
been. Debtor countries, meanwhile, had gone a long way towards
restoring their external financial position by learning to do without
imports.

